AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE NORTHERN CAPE 
PROVINCIAL LEGISLATURE AND THE GAMAGARA MUNICIPAL COUNCIL 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

I have audited the accompanying financial statements of the Gamagara Local Municipality, 
which comprise the statement of financial position as at 30 June 2010, and the statement of 
financial performance, statement of changes in net assets and cash flow statement for the year 
then ended, and a summary of significant accounting policies and other explanatory information, 
as set out on pages xx to xx. 

Accounting officer’s responsibility for the financial statements 

The accounting officer is responsible for the preparation and fair presentation of these financial 
statements in accordance with the Standards of Generally Recognised Accounting Practice (SA 
Standards of GRAP), as set out in accounting policy note 1 and in the manner required by the 
Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 
2003) (MFMA). This responsibility includes: designing, implementing and maintaining internal 
control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error; selecting and applying appropriate 
accounting policies; and making accounting estimates that are reasonable in the circumstances. 

Auditor-General’s responsibility 

As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 1996), 
section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and section 
126(3) of the MFMA, my responsibility is to express an opinion on these financial statements 
based on my audit. 

I conducted my audit in accordance with International Standards on Auditing and General 
Notice 1570 of 2009 issued in Government Gazette 32758 of 27 November 2009. Those 
standards require that I comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well 
as evaluating the overall presentation of the financial statements. 

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis 
for my audit opinion. 



Opinion 

In my opinion, the financial statements present fairly, in all material respects, the financial 
position of the Gamagara Local Municipality as at 30 June 2010 and its financial performance 
and its cash flows for the year then ended, in accordance with the SA Standards of GRAP and 
in the manner required by the MFMA. 

Emphasis of matters 

I draw attention to the matters below. My opinion is not modified in respect of these matters: 

Restatement of corresponding figures 

As disclosed in note 33 to the financial statements, the corresponding figures for 30 June 2009 
have been restated. The closing balance of property, plant and equipment was adjusted due to 
the municipality utilising the allowances available under directive 4 of the Accounting Standards 
Board. The municipality thus reversed the depreciation amounting to RIO 649 595. 

Unauthorised expenditure 

The municipality incurred unauthorised expenditure to the amount of R9 320 078 due to 
overspending on municipal votes. This was disclosed in note 37.4 to the financial statements. 

Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure amounting to R2 107 922 was incurred due to interest and 
penalties paid by the municipality. This was disclosed in note 37.2 to the financial statements. 

Irregular expenditure 

Irregular expenditure of R638 970 was incurred, as disclosed in note 37.3 to the financial 
statement, due to the municipality acquiring goods and services in contravention with the supply 
chain management regulations. 

Additional matters 

I draw attention to the matters below. My opinion is not modified in respect of these matters: 

Material inconsistencies in other information included in the annual report 

I have not obtained the annual report and therefore have not been able to identify any material 
inconsistencies with the financial statements. 

Unaudited supplementary schedules 

The supplementary information set out on annexure A to E does not form part of the financial 
statements and is presented as additional information. I have not audited these schedules and 
accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

In terms of the PAA and General Notice 1570 of 2009 issued in Government Gazette 32758 of 
27 November 2009, I include below my findings on the report on predetermined objectives, 
compliance with the MFMA, Division of Revenue Act of South Africa, 2009 (Act No. 12 of 2009) 
(DoRA), Local Government: Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000) 
(MSA), Local Government: Municipal Structures Act of South Africa, 1998 (Act No. 117 of 1998) 
and Municipal Planning and Performance Management Regulations, 2001, and financial 
management (internal control). 



Predetermined objectives 

Non-compliance with regulatory and reporting requirements 
No reporting against predetermined objectives, indicators and targets 

The municipality did not prepare an annual performance report in terms of section 46 of the 
MSA and section 121(3)(c) of the MFMA. 

Existence and functioning of a performance audit committee 

The municipality did not appoint and budget for a performance audit committee, nor was 
another audit committee utilised as the performance audit committee, as required by 
regulation 14(2) of the Municipal Planning and Performance Management Regulations, 2001. 

Internal auditing of performance measurements 

The municipality did not develop and implement mechanisms, systems and processes for 
auditing the results of performance measurement as part of its internal audit processes, as 
required in terms of section 45 of the MSA. 

No mid-year budget and performance assessments 

The accounting officer of the municipality did not by 25 January 2010 assess the performance 
of the municipality during the first half of the financial year, taking into account the municipality’s 
service delivery performance during the first half of the financial year and the service delivery 
targets and performance indicators set in the service delivery and budget implementation plan, 
as required by section 72 of the MFMA. 

Compliance with laws and regulations 
Municipal Finance Management Act 

The audit committee did not fulfil its responsibilities for the year 

Contrary to the requirement of section 166(2)(b) of the MFMA, the audit committee did not 
review the annual financial statements to provide the council of the municipality with an 
authoritative and credible view of the financial position of the municipality, its efficiency and the 
effectiveness and its overall level of compliance with the MFMA. 

The internal audit function did not fulfil its responsibilities for the year 

Contrary to the requirement of section 165(2)(b) of the MFMA, the internal audit unit did not 
perform any work on performance information, which in turn resulted in no report relating to 
performance information being submitted to the audit committee, which contravened both the 
requirements of the MFMA and the internal audit plan. 

The annual report was not submitted to the Auditor-General 

Contrary to the requirement of section 127(5)(b) of the MFMA, the municipality did not submit 
the annual report to the Auditor-General. 

Expenditure was not paid within set parameters in accordance with applicable laws and 
regulations 

Contrary to the requirement of section 65(2)(e) of the MFMA, the municipality did not pay its 
creditors within 30 days of receiving the relevant invoice or statement. 



No effective revenue and collection systems 

The municipality did not have effective revenue collection systems consistent with section 95 of 
the MSA, the municipality's credit control and debt collection policy, and section 64(2)(a) of the 
MFMA. 

Accounting officer not executing his responsibilities 

Contrary to section 61 of the MFMA, the accounting officer did not execute his responsibilities 
as required by the MFMA. 

No non-compliance disclosure 

Contrary to the requirement of section 125(2)(e) of the MFMA, the municipality did not ensure 
that incidents of non-compliance with the MFMA were disclosed in the annual financial 
statements. 

Non-submission of reports 

Contrary to the requirement of section 32(4) of the MFMA, the municipality did not submit 
reports of unauthorised, irregular as well as fruitless and wasteful expenditure incurred to the 
MEC for local governance and the Auditor-General. 

Municipal Systems Act 

Disclosure of interests of councillors not adequately documented 

Contrary to the requirement of schedule 1, section 5 of the MSA, the disclosure of councillors’ 
interests was not adequately documented. 

No approved staff establishment 

Contrary to section 66 of the MSA, the municipality had no approved staff establishment that 
met all the requirements of the MSA. 

INTERNAL CONTROL 

I considered internal control relevant to my audit of the financial statements and the report on 
predetermined objectives and compliance with the MFMA, DoRA, MSA, Municipal Structures 
Act, 1998, Municipal Planning and Performance Management Regulations, 2001 and financial 
management (internal control), but not for the purpose of expressing an opinion on the 
effectiveness of internal control. 

Leadership 

Senior management of the municipality did not set the correct tone at the top. Senior 
management did not respect and adhere to internal controls, which resulted in unauthorised, 
irregular as well as fruitless and wasteful expenditure being incurred and not detected by 
management. 

Financial and performance management 
Financial management 

Management did not properly review the financial statements, which resulted in material 
amendments to the financial statements to ensure the fair presentation of the financial 
statements. 



In the absence of appropriate GRAP training to municipal finance staff, management appointed 
external service providers to compile the financial statements. 

Predetermined objectives 

In the absence of appropriate training on predetermined objectives to municipal staff, 
management appointed external service providers to compile an annual performance report. 
However, the contract with the consultants was not renewed, which resulted in the performance 
of the municipality against predetermined objectives not being monitored or reported. 

Compliance with laws and regulations 

There were significant deficiencies in the design and implementation of internal control in 
respect of compliance with applicable laws and regulations. 

Governance 
Internal audit 

The municipality utilised the shared internal audit division within John Taolo Gaetsewe District 
Municipality. The internal audit unit did not follow a risk-based approach in selecting 
components to be audited and did not use a systematic method to select samples. Performance 
information was not audited during the 2009-10 financial year. The head of the internal unit 
position was vacant during the year and was filled subsequent to year-end on 1 September 
2010 . 


Audit committee 

The municipality utilised the shared audit committee within John Taolo Gaetsewe District 
Municipality. The audit committee did function throughout the year, but did not fulfil all its 
responsibilities. The audit committee did not review the financial statements of the various 
municipalities in the district before it was submitted to the external auditors. The audit committee 
did not review the performance management systems and did not make recommendations to 
the councils in this regard. 


Kimberley 


30 November 2010 




AUDITOR-GENERAL 
SOUTH AFRICA 

Auditing to build public confidence 


